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OBET Resolution — August 2016

Issue: The Other Post-Employment Benefit Trust Fund (OBET) is not in compliance with federal

regulations:

1) The State has not established a formal written policy regarding how the funds in the OBET

will be used or when the funds would be withdrawn from the OBET. Without an established
policy, the payments to the OBET are a contingency reserve and are unallowable (Uniform
Guidance 2 CFR 200.433).

See Accompanying Document with Options

Finance Recommendation: For FY2016, operate the Program I/1l termination pool activity in the OBET.
Pay back the federal share of the FY2014 OBET balance to CAS. Transfer the FY2015 and FY2016 OBET
balances to the Other Post-Employment Benefit (OPEB) Trust Fund and include those balances in the
next OPEB actuarial valuation. This is Option 4 combined with Option 2 in the accompanying document.

Action Items:

1)

2)

3)

4)

5)

6)
7)

8)
9)

Risks:
1)
2)
3)

4)
5)

Finance — Break out the Program I/II activity and balances (revenue, expenditures, cash,
fund balance) from the other activity in the termination pool. Move the Program I/li
balances and activity to the OBET for FY2016.

Finance — Write a formal policy regarding how the funds in the OBET will be used or
withdrawn.

OBEB Board — Approve the transfer of the Program I/1l activity and balances to the OBET for
FY2016.

OPEB Board - Approve the payback of the Federal share of the FY2014 OBET balance to CAS.
This will be the balance after Program I/1I termination pool activity (deficits) is netted with
the FY2014 OBET balance. The minimum amount is approximately $1 million.

OPEB Board - Approve the transfers of the FY2015 and FY2016 OBET balances back to the
OPEB to be picked up in the next OPEB actuarial valuation.

OPEB Board — Approve the OBET written plan/policy.

OPEB Board — Authorize a full OBET actuarial valuation as of 6/30/2017 which includes an
Annual Required Contribution — ARC (one is done every two years). Authorize the OPEB
actuarial valuation as of 12/31/2016.

Finance - Address the operation of the OBET with CAS and seek their approval.

Payroll — Program payroll so the termination/retirement payouts are from the OBET. Also
consider programing the allocation of the rates.

CAS may only allow a 60 day reserve in the OBET.

CAS may still require a refund amount of the FY15 and FY2016 OBET balances.

Breakout of the Program I/Il termination pool balances from other termination pool activity
is subjective and will take a significant amount of time.

Must be done for the FY2016 CAFR.

Could trigger legislation for this area. This risk applies no matter which option(s) is selected.
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